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U.S. Unemployment Rate

April, 2018: 3.9%
17.5 year low
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Why Isn’t the Supermarket Sector      
Performing Better??

• Underlying trends in consumer demographics, 
attitudes and behaviors

• The digital transformation of society and retailing
in particular

• Competitive conditions:
- too much unproductive square footage
- growth of non-traditional competitors
- resurgence of Walmart

• Tight labor markets, wage escalation, rising health
care costs
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The Rise of the Millennials
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Source: USDA-ERS, Food Expenditures data series

Food Away From Home Expenditures Now Greater than 50%
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Human Rights

Gluten Free

Social Responsibility

Sustainability

Food Security(D)

GMOs
Local

ObesityOrganic Natural

Animal Welfare

Fair Trade

Hunger

Food Waste

Food Security(T)

Food Deserts

Health
Food Safety

Labor

FOOD INDUSTRY ISSUES
Environment

Natural Resources
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• “Big” has become bad

• Traditional, large food 
• companies losing share

• Consumers want less –
simplicity, fewer ingredients
and less processing – a new
definition of healthiness

• Can large, established food 
companies provide
“authentic and genuine”
food experiences?
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Consumer Value Drivers

Traditional Evolving

49% 51%

Comparatively straightforward;
Existing skill sets and
operating models

Complex, changing, amorphous;
Outside existing skill sets and 
operating models
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Food Transparency Health and Wellness

- production practices
• organic, natural, GMO
• antibiotics, additives
• animal welfare
• employee welfare

- processing practices
• clean labels
• water + energy usage

- food safety
- provenance

- food’s impact on health
• more than calories
• ties to aging population
• nutrition
• disease prevention
• symptom relief
• longevity
• cognitive well-being

- food safety

• who and where

• free from harmful
• clearly labeled
• minimally processed
• simplicity
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Food Industry Context
 2016 was a very tough year for grocers
 The supermarket industry is a 1.5% business
 Most retailers perceive themselves as buying agents for 

consumers, but the definition is changing
 Food retailing is polarizing: Discounters and 

Differentiators
 Shifting balance of power toward consumers
 Intensifying retail competition, too much square footage
 Online shopping rising rapidly from a small base
 Supply chain visibility and traceability is improving
 Food safety concerns dominate
 Large food manufacturers losing share but reacting14
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Discount formats account for approximately 
42% of retail food sales…and the proportion
is growing

Price transparency is not far off….
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• Fastest growing grocer in the U.S.
• $3 Billion five-year plan to open 

650 stores  - 2000 by 2018-19
• Success in upper-middle class 

locations
• National marketing effort
• The Great Britain experience bears

watching

• Spring 2017 debut – 25 stores in 
Virginia and the Carolinas

• More upscale, larger stores, 
more national brands than Aldi

• Underperforming – slowed rollout,
format modifications
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How High?
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Dollar General 



Resurgence of Walmart

• Investing in Margin

• Improved execution
• Curtailing new store

growth

• Large investments in tech and 

eCom
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Future Omnichannel strategy?
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Next day delivery possible for 87% of country
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What  business?
What Industry?
What market share?
What profit?
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AMAZON ACQUIRES WHOLE FOODS
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• 350 facilities
• Air cargo hub

IR Research
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ONLINE – How Much?  How Fast?
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ONLINE – How Much?  How Fast?

Nielsen: 2017
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Food Industry Disruption

Food 
Manufacturing/

Processing

Food 
Retailing

CONVENIENCE PRESSURE  $$$
HEALTH VALUE EQUATION MARGIN PRESSURE $$$

PRESSURE FOR PERSONALIZATION

SUPPLY SIDE
START-UP

CHALLENGERS
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NGA Nielsen Report Methodology

Engaged 3,008 U.S. adults, 18 years of age and older

Representing regional versus just national Independent Grocer shopper 
groups  

Shoppers who self-identified as spending 50% or more of their grocery 
shopping at an Independent grocery store

The survey was conducted between November 13 – December 8, 2017 
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Convenience and Price are Top Drivers
of reasons to shop at Independent

70%

52%

44%

44%

20%

Convenience

Best prices

Better than…

Best quality

Personal service

Reasons to Shop at Independents

S U P E R M A R K E T
L O C A L

Spend at least 
50% more at an 
Independent 
store

100%

Switched to local supermarkets 
in the past 12 months14% 
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Key areas that most drive satisfaction 
for Independents

Secondary Attribute Drivers

• Has courteous, friendly employees
• Has a store layout that makes it easy 

for me to shop
• Pays attention to customers' special 

requests or needs
• Is active in and supports our 

local community
• Is a clean, neat store

• Features low prices
• Store resolves shopping /product/service 

issues immediately
• Sells high quality meats
• Sells high quality fruits & vegetables

Primary Attribute Drivers Higher satisfaction... leads to 
these critical shopping behaviors:

Continue to shop at the 
store instead of shopping 
online

Speak positively about the 
local supermarket

Recommend the store to 
others through word of mouth

Support the local supermarket 
because it is linked to the 
community through employees, 
local programs, and community 
donations
Recommend the store to 
others through social media

Independent 
Grocery 
Shopper

Drivers of Satisfaction
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Food Insecurity 
Nutrition Incentive 
Program (FINI)
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 Doubles benefits for SNAP customers 
for purchase of fruits and vegetables

 1-1 Matching funds

 Partner with a non-profit or 
government agency

 Prioritizes projects located in food 
deserts and underserved community

 $25 million available this year, but 
funding expires

 2018 Farm Bill

 House Bill – Triples Funding

 Senate Bill – Doubles funding



Healthy Food 
Financing Initiative 
(HFFI)
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 Goal: to improve access to healthy food in 
low-income communities

 Provides one-time grants and loans to 
projects like grocery stores, farmers 
markets, food hubs, etc. in urban and 
rural food deserts

 Public-private partnership model 
leveraging loans, federal tax incentives, 
and funding from financial, healthcare and 
philanthropic institutions

 Funding comes through Treasury (CDFI 
fund), HHS, and USDA. 

 2014 Farm Bill authorized $125 million in 
funding, but only $1 million allocated over 
last 2 years



SNAP Program Changes
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 Programmatic Issues

 More reporting requirements

 Frequent outages

 2018 Farm Bill

 Ban on processing fees

 No harmful mandates or participation fees

 No Harvest Box

 Significant investments in healthy incentive 
programs

 FINI

 Retail Based incentives

 Fluid milk incentives

 System modernization

 Mobile technologies

 National gateway

 Online purchasing pilot program



Questions?

cjones@nationalgrocers.org
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